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To  the  Members  of  the  51st  Legislature: 

Although  the  state  of  Montana  has  been  in  the  economic  development  business 
since  1935,  it  wasn't  until  1981  that  the  state  merged  all  business-related 
economic  development  programs  under  one  roof — the  Department  of  Commerce. 
Needed  resources  were  allocated  to  address  the  symptoms  and  causes  of  economic 
stress  and  to  respond  with  actions  designed  to  build  a  positive,  long-term 
economic  development  program  for  the  state. 

The  structure  and  mission  of  the  department  and  its  programs  have  been  altered 
and  refined  to  adjust  to  the  needs  of  the  changing  and  challenging  state, 
regional,  national,  and  global  economies.  A  strengthening  public-private 
cooperation  continues  to  address  a  vast  array  of  issues  and  policies  that 
encourage  flexibility  and  creativity  in  seeking  economic  vitality  for  Montana. 

Since  becoming  department  director  in  1985,  I  have  seen  key  programs  added 
to  the  department,  such  as  the  Montana  Science  &  Technology  Alliance,  the 
international  trade  offices  in  Tokyo  and  Taipei,  and  the  Small  Business 
Development  Center.  The  new  Montana  Board  of  Investments  moved  to  the 
department,  merging  with  the  former  Montana  Economic  Development  Board.  Also, 
the  Building  Codes  Bureau,  Video  Gaming  Bureau,  the  Montana  Lottery,  and  the 
Growth  Through  Agriculture  program  have  joined  the  department. 

My  years  with  the  Department  of  Commerce,  and  career  with  state  government 
have  been  challenging  and  rewarding.  I  hope  that  the  existing  partnerships 
between  state  and  local  efforts  and  between  the  public  and  private  sectors  are 
productive,  enduring,  and  satisfying,  contributing  to  the  well-being  of  all 
Montanans. 

Sincerely, 


KEITH  L.  COLBO 
Director 
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RECENT  ECONOMIC  HISTORY 

The  Montana  economy,  as  measured  by  jobs,  currently  is  growing,  and  jobs 
have  been  increasing  since  late  in  1986.  Employment  and  population  growth  in 
the  1980s,  however,  has  been  erratic.  The  overall  growth  in  the  number  of 
employed  between  1979  and  1987  was  less  than  the  national  average. 

Data  from  the  U.S.  Bureau  of  Economic  Analysis  show  that  over  the  period 
1979-87,  jobs  in  Montana  increased  by  about  14,000  overall.  There  was  a  net 
loss  in  wage  and  salary  jobs,  while  the  number  of  self-employed  increased 
by  roughly  25,000  (all  in  the  non-agricultural  sector).  This  represents  a 
substantial  shift  from  wage  and  salary  jobs  to  self-employment.  This  shifting 
phenomenon  was  experienced  also  by  the  neighboring  states  of  Idaho  and 
Wyoming,  and  to  a  lesser  extent  by  North  Dakota  and  South  Dakota,  but 
Montana's  self -employment  rate  was  higher  than  the  average.  There  also  was 
shift  among  sectors  in  Montana  within  the  wage  and  salary  category. 

The  principal  industries  where  self-employed  jobs  gains  occurred  included: 
assorted  consumer  services  (recreation,  repair,  health),  8,000  jobs;  various 
business  services  (such  as  management  consultants,  building  maintenance, 
data  processing  services,  equipment  rental),  6000  jobs;  real  estate 
(operator/lessors,  agents),  4,000  jobs;  and  special  trade  construction 
contractors  (plumbing/heating,  electrical),  2,000  jobs. 

Wage  and  salary  job  losses  occurred  primarily  in  construction  (building 
construction  related  jobs),  7,000;  manufacturing  (wood  products  -  2,600, 
primary  metals  processing  -  2,100,  food  products  -  1,400),  about  6,000  jobs; 
railroads,  4,000;  wholesale  trade,  2,500;  federal  employment  (equally  divided 
between  civilian  and  military  jobs),  1,600;  communications,  1,500;  oil  and 
gas  extraction,  1,400;  and  membership  organizations  (including  tribal 
governments),  1,300. 

On  the  other  hand,  wage  and  salary  employment  increased  in  other  segments  of 
the  Montana  economy,  with  the  largest  increase  in  private  services  (9,000  jobs 
over  the  1979-87  time  period).  Most  of  this  increase  was  in  health  services 
(5,500  jobs),  and  in  business  services  (3,000  jobs).  Eating  and  drinking 
establishments  also  saw  an  increase  of  approximately  2,000  jobs. 

The  decade  of  the  1980s  saw  great  job  level  fluctuations.  The  Montana  economy 
suffered  from  the  7-month  national  recession  of  1980  and  from  the  1981-82 
recession.  The  slowing  of  growth  in  the  national  economy  in  1985  and 
1986  also  had  some  effect.  In  addition,  Montana's  dependence  on  natural 
resources  was  detrimental  as  the  1980s  saw  wide  swings  in  oil  and  gas  jobs  in 
particular. 

Two  other  factors  contributed  to  Montana's  economic  decline  in  1985  and 
1986 — the  statewide  drought  in  1985  and  job  losses  associated  with  several 
manufacturing  plant  closures  in  1985  and  1986,  as  well  as  other  manufacturing 
industries  upgrading  facilities  and  production  methods,  which  resulted  in  a 
substitution  of  new  machinery  for  labor. 


Recovery 

Various  industries  in  the  state  started  recovering  at  different  times,  but  the 
average  date  was  the  end  of  1986.  The  private  services  sector  growth  preceded 
the  overall  economic  recovery  as  did  retail  trade  and  federal  government  jobs. 

Mining  started  to  recover  in  the  early  spring  of  1987,  with  the  metal  mining 
industry  increasing  by  about  1,000  jobs  between  1986  and  1988.  This  increase 
was  largely  the  result  of  the  opening  of  a  number  of  new  gold  mines,  one 
platinum/palladium  mine,  and  the  reopening  of  the  Butte  copper  mine.  The 
manufacturing  sector  began  its  recovery  in  September  1987,  as  did  construction 
jobs  in  a  small  way.  The  combined  transportation  and  utilities  industry 
started  to  grow  in  January  1988,  because  its  transportation  component 
increased. 


Jobs  Outlook  for  1989  and  1990 

An  analysis  of  forecasts  from  the  Bureau  of  Business  and  Economic  Research  in 
Missoula,  the  Federal  Reserve  Bank  of  Minneapolis,  and  the  First  Interstate 
Bank  suggests  continued  growth  in  nonfarm  wage  and  salary  jobs  in  1989.  The 
forecasts  range  from  zero  growth  to  a  1  percent  increase.  The  estimates, 
however,  may  be  conservative  because  the  forecasts  were  made  prior  to  an 
upward  revision  in  the  jobs  data. 

A  jobs  forecast  for  specific  sectors  is  available  only  from  the  Bureau  of 
Business  and  Economic  Research,  which  projects  a  1  percent  growth  or  3,000 
jobs  for  1989.  More  than  half  of  the  increase  is  expected  in  private 
services,  with  other  increases  seen  in  forest  products  and  metal  mining.  No 
increase  is  projected  for  government. 

The  forecasted  increase  for  1990  is  similar  to  1989,  with  projections  ranging 
from  zero  to  0.8  percent  increase.  Again,  most  of  the  increase  is  projected 
for  private  services,  with  a  small  decrease  forecasted  for  wood  and  paper 
products. 
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DIRECTOR'S  OFFICE 

Consumer  Affairs  Bureau 

The  bureau  provides  consumer  advice  to  the  public  and  issues  "consumer  alerts" 
when  appropriate;  it  provides  advice  and  assistance  through  informal  complaint 
mediation  for  individuals;  and  it  institutes  injunction  proceedings  to  stop 
persistent  fraudulent,  unfair  or  deceptive  businesses  both  inside  and  outside 
of  the  state. 

The  bureau's  specific  goals  include  upgrading  the  bureau's  "preventive 
consumer  protection"  program  by  issuing  an  increased  number  of  consumer  alerts 
statewide;  increasing  consumer  awareness  and  use  of  the  Small  Claims  Court 
system  for  resolving  local  business  complaints;  and  developing  and  publishing 
a  "how  to"  pamphlet  explaining  Small  Claims  Court  procedures. 

For  the  period  1987-88  the  bureau  opened  a  total  of  1,743  complaints. 
Approximately  half  of  those  complaints  were  never  processed  because  the 
consumer  did  not  follow  up.  A  total  of  759  complaints  were  investigated, 
926  complaints  were  closed,  and  73  remain  pending.  The  monetary  value  of 
complaints  investigated  was  $465,792  and  $263,449  was  recovered  for  consumers. 

Legal  Services 

The  office  provides  the  Department  of  Commerce  with  general  legal  services  and 
represents  the  department  in  legal  actions.  It  reviews  department  contracts, 
and  administers  the  consumer  affairs  program,  the  postsecondary  education 
licensing  program  and  Montana's  vehicle  warranty  laws. 

The  office  examines  and  updates  job  descriptions  for  all  department  staff 
attorneys;  implements  an  administrative  and  supervisory  system  to  monitor 
and  evaluate  legal  services  provided  to  the  department;  and  provides  the 
department  director  with  quarterly  reports  concerning  all  legal  activities 
within  the  department. 

During  the  past  nine  months,  counsel  provided  legal  advice  to  the  Montana 
Gaming  Advisory  Council  and  drafted  legislation  for  it.  The  office  also 
assisted  the  Montana  Bank  Commissioner  and  the  FDIC  in  closing  two  failing 
banks  and  in  reorganizing  a  third;  it  acted  as  hearing  examiner  for  the 
application  of  three  new  bank  charters  and  one  new  trust  company.   The  office 
also  assisted  in  an  ongoing  investigation  of  possible  gasoline  fraud. 

Video  Gaming  Control  Bureau 

Created  by  the  1985  Legislature,  the  bureau  regulates  and  controls  the 
legalized  video  draw  poker  machine  industry.  The  bureau's  mission  was 
expanded  by  the  1987  Legislature  to  include  control  over  video  keno  and  bingo 
machines  and  included  a  tax  collection  function.  The  bureau  tests,  examines 
and  approves  gaming  machines  for  operation  within  Montana.  It  licenses  each 
machine  in  the  state  and  licenses  manufacturers  and  distributors  of  these 
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devices.  It  collects  and  distributes  the  net  machine  income  tax  on  a 
quarterly  basis  to  nearly  200  local  governmental  entities  and  the  state 
general  fund,  and  it  audits  taxpayers  to  ensure  compliance  and  proper  tax 
payments.  This  industry  represents  approximately  8,100  machines  in  2,200 
locations  statewide.  Gross  play  of  these  machines  is  nearing  $200  million 
annually.  The  first  5  quarters  of  tax  collected  and  distributed  has  been 
approximately  $14  million. 

The  bureau's  biennium  goals  generally  have  been  met.  It  designed  and 
implemented  an  effective  tax  collection  system,  and  it  implemented  a  tax  audit 
system  that  ensured  compliance  with  reporting  and  payment.  The  bureau  audited 
the  records  of  4  percent  or  more  of  all  licensed  machines.  In  addition, 
the  bureau  has  improved  the  effectiveness  of  its  administrative  process  in 
resolving  both  civil  and  criminal  issues. 

Coordinator  of  Indian  Affairs 

The  office  identifies  problems  facing  Montana's  Indian  population,  advises 
tribal  leaders  and  the  legislative  and  executive  branches  of  the  situation, 
and  recommends  solutions.  The  office  also  advises  the  Montana  Congressional 
delegation  and  often  serves  as  an  intermediary  in  Indian-related  matters. 
Additional  duties  include  distributing  information  concerning  Native  Americans 
to  various  agencies  and  the  general  public  and  providing  current  information 
to  tribal  leaders  on  all  matters  affecting  tribal  operations. 

The  division  staff — the  coordinator  and  an  administrative  assistant — over 
the  past  two  years  have  investigated  issues  dealing  with  water  rights,  taxes, 
jurisdiction,  Indian  child  welfare,  gaming/gambling,  civil  rights,  economic 
development,  social  programs  and  legislation.  Assistance  has  been  provided  at 
the  local,  tribal,  state  and  federal  level. 

The  office  also  presents  and  attends  conferences  in  order  to  provide  the 
latest  information  and  training  to  tribal  members  and  others.  The  coordinator 
visits  the  reservations  to  provide  personalized  assistance  and  training. 

In  order  to  provide  the  tribes,  governmental  agencies  and  other  organizations 
with  statistical  data  on  Montana  Native  Americans,  the  office  published  the 
1980  Profile  of  the  Montana  Native  American.  The  office  continues  to  publish 
Council  Signals,  its  monthly  newsletter.  The  newsletter,  which  includes 
information  on  state  and  federal  legislation,  tribal  news,  court  cases, 
education,  grant  announcements  and  employment  opportunities,  is  mailed  to 
more  than  300  different  organizations,  tribes,  governmental  agencies,  and 
interested  persons. 


MANAGEMENT  SERVICES  DIVISION 

The  division  provides  internal  support  to  all  agency  programs  including 
budgeting,  accounting,  purchasing,  contracting,  personnel  administration, 
payroll,  training,  and  the  analysis,  development,  maintenance  and  supervision 
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of  department  data  processing  systems  and  hardware. 

Personnel 

The  personnel  function  provides  technical  assistance  and  the  personnel 
services  required  by  the  department's  programs  including  processing,  training 
and  guidance  in  the  areas  of  payroll,  selection  and  recruitment,  performance 
appraisal,  position  classification,  disciplinary  action,  policy  development 
and  enforcement,  and  benefits  administration. 

During  fiscal  year  1988,  the  payroll  function  was  automated,  reducing  the 
staff  by  one  and  payroll  processing  time  from  2.5  days  to  1.5  days. 

Budget 

The  division  also  coordinates  all  agency  budget  activities,  acts  as  the 
liaison  between  the  Office  of  Budget  and  Program  Planning,  the  Legislative 
Fiscal  Analyst,  the  Legislature  and  the  agency's  programs.  The  department's 
budget  request  is  developed,  analyzed,  justified,  and  presented  in  a  concise 
and  complete  manner  thereby  supporting  the  objectives  of  sound  government. 

Accounting 

Program  accountability  is  maintained  throughout  the  year  through  a  formal 
system  for  fiscal  and  program  performance  monitoring  and  by  quarterly  status 
reports.  The  accounting  function  was  reviewed  by  the  Legislative  Auditor 
for  fiscal  years  1986  and  1987.  All  findings  have  been  addressed  and  new 
procedures  developed  where  necessary. 

Data  Processing 

The  department  management  information  system  was  installed  in  March  1986. 
Approximately  150  department  employees  are  trained  to  use  the  system,  which 
includes  word  processing,  spreadsheets,  data  base  management,  management  tools 
and  SBAS.  During  the  1988-89  biennium,  additional  minicomputer  systems  were 
installed  in  the  Lottery  Division,  Video  Gaming  Bureau,  and  the  Board  of 
Investments  to  meet  the  specific  needs  of  those  programs. 

Another  minicomputer  was  installed  in  the  department  by  the  Department  of 
Administration  as  part  of  a  pilot  project  to  allow  state  agencies  using  the 
Department  of  Administration's  mainframe  to  exchange  mail  electronically. 

Performance  Measure 

The  division  workload  relates  directly  to  the  number  of  programs  attached 
to  the  department  as  well  as  its  total  number  of  FTEs.    During  the  last 
legislative  session,  the  Legislature  expanded  the  scope  and  responsibility  of 
the  department  and  this  growth  has  impacted  the  division's  workload. 
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The  following  programs  either  were  transferred  or  created  within  the 
department  during  the  last  legislative  session:  the  Board  of  Investments,  the 
Montana  Lottery,  the  Video  Gaming  Control  Board,  the  Board  of  Outfitters,  the 
Passenger  Tramway  Safety  program,  the  Employment  Agency  Act,  the  Agriculture 
Development  Council,  and  the  Seed  Capital  Fund  Program. 


Activity 

FY85 

FY86 

FY87 

FY88 

%inc. 
85-88 

Department  FTE 

232 

279 

282 

350 

51% 

Transactions 

Transfer  Warrant  Claims 

8,599 

8,732 

8,567 

11,587 

35% 

No-warrant  Transfers 

469 

641 

600 

671 

43% 

Requisitions 

141 

83 

53 

68 

-52% 

Contracts 

271 

247 

243 

362 

34% 

Collection  Reports 

537 

722 

713 

923 

72% 

OFFICE  OF  RESEARCH  &  INFORMATION  SERVICES 

Organized  from  the  former  Office  of  Economic  Analysis,  the  Office  of  Research 
and  Information  Services  (ORIS)  serves  economic  development  efforts  of  the 
department  and  the  general  economic  community  of  Montana  by  providing  a 
central  and  accessible  source  of  information  and  by  conducting  analyses  of 
economic  activity  in  the  state.  The  office  maintains  a  special  library, 
monitors  and  analyzes  the  Montana  economy,  conducts  specific  economic 
analysis  projects,  distributes  economic,  demographic  and  business  information, 
maintains  and  presents  information  on  the  department's  economic  development 
programs,  and  provides  services  for  the  department  director.  Through  such 
activities,  the  office  seeks  to  provide  proper  information  to  public  and 
private  entities  for  economic  development  planning,  to  implement  state 
economic  development  services  for  existing  industries,  and  to  deliver  accurate 
information  to  people  interested  in  locating  or  expanding  their  business 
activities  in  the  state. 


Economic  Conditions  Analysis 

Inquiries  on  general  economic  trends  in  Montana  and  on  specific  localities 
are  received  daily.  Oral  and  written  responses  are  delivered  to  a  variety  of 
users  such  as  the  business  community,  other  state  government  agencies,  federal 
government  agencies,  investment  firms  and  bond  houses,  education  institutions 
and  the  public. 

A  report  entitled  Economic  Conditions  in  Montana  is  prepared  for  each 
session  of  the  Legislature  and  is  available  for  1988.  This  report  contains 
information  on  the  statewide  economy  as  well  as  data  on  12  sub-state  regions. 
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Montana  Statistical  Information 

A  great  deal  of  information  is  collected  at  public  expense  by  a  variety  of 
state,  federal  and  local  government  agencies.  This  information  almost  always 
describes  some  facet  of  the  daily  lives  of  citizens  and  taxpayers.  The 
Office  of  Research  &  Information  Services,  through  the  Census  and  Economic 
Information  Center  (CEIC),  is  the  central  storehouse  through  which  this 
information  is  available  for  public  review  and  use.  The  CEIC  is  the  lead 
agency  in  the  network  of  state  data  centers  and  is  the  main  Montana  contact 
with  the  U.S.  Bureau  of  the  Census. 

Requests  for  information  on  population  and  other  demographic  characteristics, 
public  finance,  state  and  local  taxation,  the  economy  and  the  variety  of 
materials  from  the  Census  Bureau  are  received  daily. 

A  resource  document  compiled  by  the  CEIC  and  used  by  all  levels  of  government 
as  well  as  the  educational  and  business  community  in  Montana  is  the  County 
Profiles.  This  document  was  updated  in  fiscal  1989. 

One  of  the  major  tasks  of  the  office  and  the  CEIC  is  preparation  for  the  1990 
federal  census.  Work  on  this  effort  began  several  years  ago  with  the  state's 
input  to  the  U.S.  Census  Bureau  regarding  geographical  boundaries  by  which 
census  information  will  be  collected,  tabulated  and  distributed,  and  has 
continued  periodically  since.  Office  involvement  will  increase  in  January 
1991.  The  data  collected  determines  eligibility  for  federal  grant  programs, 
voting  district  apportionment,  and  public  facility  and  infrastructure 
planning. 

Special  Analysis  Projects 

The  analytical  capabilities  and  economic  information  housed  in  the  office 
provide  the  foundation  for  a  number  of  special  projects  completed  during  the 
1989  biennium  including  periodic  updates  on  Montana  economic  conditions,  an 
extensive  review  of  the  EIS  for  the  small  Intercontinental  Ballistic  Missile 
Program  ("Migetman")  proposed  for  location  at  and  around  Malmstrom  Air  Force 
Base,  and  annual  updates  for  the  Montana  Coal  Board  designation  of  local  areas 
as  coal  impacted.  Also,  the  office  staff  participates  in  the  energy  planning 
activities  of  the  Northwest  Power  Planning  Council  and  of  the  Governor's 
Advisory  Committee  on  Revenue  Estimating. 

Governor's  Council  on  Economic  Development 

The  council  provides  the  governor  and  the  department  with  private  sector, 
local  government  and  educational  expertise  in  economic  development  planning 
and  strategy  formation.  During  the  1989  biennium  the  council  completed  two 
major  pieces  of  work.  The  Insurance  Subcommittee  was  charged  with  developing 
potential  solutions  to  Montana's  obstetrical  malpractice  insurance  crisis. 
In  the  short  time  allowed  for  investigation,  the  subcommittee  recommended  the 
formation  of  a  broader-based  council  whose  charge  would  be  to  study  in  depth 
the  factors  contributing  to  the  crisis.  Consequently,  the  governor  appointed 
the  Obstetrical  Services  Availability  Advisory  Council,  which  also  included 
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members  from  the  Governor's  Council  subcommittee  as  well  as  members 
representing  the  medical  and  legal  professions,  the  insurance  industry,  the 
Legislature  and  the  public.  The  office  also  provided  staff  support  for  the 
Obstetrical  Services  Council. 

The  culmination  of  the  Governor's  Council  on  Economic  Development  was  the 
publication  of  The  Next  Century:  Strategies  for  Advancing  Montana's  Economy. 
The  document  presents  a  concise  and  accurate  picture  of  Montana's  economy, 
and  outlines  broad  public  strategies  through  which  state  and  local  governments 
can  nurture  private  economic  development.  Tailored  for  a  state  with  tight 
fiscal  constraints,  and  involving  little  in  the  way  of  new  expenditures,  it 
presents  for  discussion  courses  of  action  that  focus  on  what  state  and  local 
governments  can  do  to  strengthen  all  sectors  of  Montana's  economy.  The  office 
provided  staff  assistance  to  the  council. 
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»>  DEVELOPMENT  <« 

BUSINESS  ASSISTANCE  DIVISION 

In  1981,  all  business-related  programs  were  merged  into  the  Department  of 
Commerce,  and  the  Business  Assistance  Division  was  formed  to  provide  services 
to  businesses,  private  and  public  local  development  organizations,  individuals 
and  special  interest  groups  whose  goals  are  to  stimulate  economic  development 
activities  in  Montana. 

Finance 

A  central  need  for  many  businesses  is  finance  assistance.  Two  finance 
officers  work  with  other  division  staff  members,  the  Board  of  Investments,  the 
Montana  Science  &  Technology  Alliance,  the  Community  Development  Block  Grant 
Program,  the  U.S.  Small  Business  Administration,  the  U.S.  Department  of 
Housing  and  Urban  Development,  the  Economic  Development  Agency,  venture 
capitalists,  and  local  economic  development  officials  to  obtain  required  and 
appropriate  financing. 

Upon  request,  the  finance  officers  analyze  a  business  financial  structure, 
assist  the  principals  in  developing  appropriate  financing  options,  and  finally 
provide  ongoing  consultation  to  the  company,  its  accountant,  its  concerned 
financial  institutions,  local  development  organizations  and  others  involved 
in  the  loan  packaging  process.  Actual  preparation  of  financial  statements, 
proformas,  other  loan  documentation,  loan  applications  and  business  plan 
writing  are  the  responsibility  of  the  company,  although  technical  assistance 
is  provided. 

International  Trade 

The  state  recently  has  implemented  a  program  to  promote  trade,  investment  and 
travel  between  Montana  and  Pacific  Rim  nations.  To  that  end,  the  division 
is  pursuing  four  areas  that  will  lay  the  foundation  for  future  growth: 
agriculture,  tourism,  product  export  and  investment  opportunities. 

Agriculture.  Agricultural  products  account  for  over  30  percent  of  the 
total  economic  base  of  the  state.  The  division  currently  is  investigating 
Montana-raised  products  (other  than  wheat  and  barley,  which  are   already 
sold  in  great  quantities)  that  can  be  shipped  to  Asia.  Particular  attention 
is  paid  to  products  that  lend  themselves  to  low-tech  processing  beyond  the 
growing  stage,  which  ultimately  will  produce  more  jobs  in  rural  areas. 

Tourism.  The  natural  beauty  of  our  state,  while  well  known  to  Montanans, 
is  virtually  unknown  in  Asia.  Yet  Japan  exports  more  tourists  to  the  U.S. 
than  any  other  nation— more  than  2.8  million  visitors  in  1987.  The  division, 
in  conjunction  with  Travel  Montana,  has  embarked  on  a  systematic  program  to 
increase  the  number  of  Asian  visitors  to  Montana. 
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Product  Export.  A  main  task  of  the  Tokoyo  and  Taipei  offices  is  to  identify 
product  niches  that  can  be  filled  either  with  existing  Montana  products,  or 
with  new  products  within  existing  manufacturing  capabilities.  This  effort 
requires  a  long-term  investment,  with  return  being  realized  in  5-10  years. 

Overseas  investment  in  Montana.  Capital  scarcity  has  often  been  a  problem 
in  Montana.  The  division  believes,  however,  that  tapping  into  the  available 
Asian  capital  investment  base  can  create  opportunities  for  growth  and  jobs 
in  Montana,  and  is  identifying  areas  that  are  suitable  for  joint  ventures  and 
investment. 


Business  Recruitment 

This  activity  complements  the  business  retention  and  expansion  functions  of 
the  department  as  well  as  those  of  local  development  organizations.  While 
most  business  growth  occurs  in  existing  companies  and  start-ups  from  within 
the  state,  recruitment  from  outside  Montana  is  an  important  source  of  ideas 
and  capital  for  value-added  processes  and  diversification  opportunities. 
The  recruitment  effort  focuses  on  providing  timely,  quality  responses  to 
unsolicited  leads,  and  on  presenting  professional  relocation  or  expansion 
proposals  to  targeted  companies  in  selected  industries. 

Since  January  1987,  the  division  has  worked  with  more  than  500  firms  from 
all  50  states  and  the  District  of  Columbia,  five  Canadian  provinces,  and 
nine  other  foreign  countries.  To  date,  13  companies  have  either  relocated  or 
expanded  to  Montana,  investing  over  $6.6  million,  and  creating  418  jobs  with 
an  annual  payroll  over  $7.1  million. 

Montana  Ambassadors 

In  response  to  a  private  sector  recommendation,  the  state  has  implemented 
an  "Ambassador"  program  to  complement  the  department's  business  location, 
retention,  marketing,  and  Montana  promotion  efforts.  Funded  by  its  members 
and  staffed  by  the  department,  the  program  is  made  up  of  approximately  200 
business  and  university  leaders  from  throughout  the  state.  Members  contact 
out-of-state  executives  and  tour  operators  to  familiarize  them  with  Montana, 
work  with  Montana  manufacturers  to  help  them  market  their  products  outside  the 
state,  and  assist  the  state  in  hosting  foreign  visitors  and  trade  delegations. 

Marketing 

The  primary  goal  of  the  marketing  program  is  to  help  Montana  manufacturers 
develop  suitable  markets  for  their  products.  A  four-step  program  has  been 
developed  and  implemented:  the  "Made  in  Montana"  program;  trade  shows  (state, 
national,  international);  marketing  seminars;  and  individual  counselling. 

The  "Made  in  Montana"  project  was  developed  to  highlight  Montana's  broad  range 
of  highly  skilled  manufacturers.  The  "Made  in  Montana"  label  now  appears 
on  over  2,000  products  produced  within  the  state  ranging  from  the  largest 
farm  tractor  in  the  world  to  the  smallest  arts  and  crafts.  At  least  1,800 
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companies  now  use  the  logo  and  12  million  labels  have  been  sold.  The  public 
advertising  dollar  value  generated  is  estimated  at  $500,000.  Products  bearing 
the  "Made  in  Montana"  label  are  available  in  major  department  stores  in  New 
York,  Dallas,  Atlanta,  San  Francisco,  Edmonton  and  Tokyo.  Radio,  TV,  print 
media  and  billboard  companies  have  cooperated  to  make  the  program  a  success. 

Trade  shows  perhaps  remain  the  most  cost  effective  marketing  technique. 
The  marketing  program  helps  Montana  companies  exhibit  their  products  in  top 
quality  national  and  international  shows  such  as  the  National  Builders  Show 
in  Dallas,  Texas,  the  National  Food  and  Wine  Show  in  San  Francisco,  the  U.S. 
Exposition  in  Edmonton,  Alberta,  the  Made  in  U.S.A.  Fair  in  Negoya,  Japan,  and 
the  National  Christmas  Show  in  Washington,  D.C. 

The  division  presents  basic  marketing  and  business  development  seminars 
in  cities  across  Montana.  Counselling  individual  Montana  businesses  about 
product  development  and  marketing  is  another  service.  In  the  first  5  1/2 
months  of  the  fiscal  year,  marketing  officers  responded  to  83  in-office 
appointments,  64  travel  appointments,  42  out-of-office  meetings  and  425 
incoming  phone  inquiries.  Day  and  overnight  trips  totaled  103,  and  seven 
speaking  engagements  were  met. 

Small  Business  Advocate 

This  program  distributes  information  concerning  state  licensing  requirements 
for  starting  and  operating  a  business,  and  it  provides  assistance  to 
businesses  in  applying  for  licenses  and  permits.  Through  an  interview  process 
with  each  inquirer,  the  staff  determines  which  licenses  or  permits,  if  any, 
are  needed  to  meet  the  state  requirements  for  that  particular  business. 
The  Business  Licensing  Center  responds  to  approximately  2,000  requests  for 
business  licensing  and  advocacy  assistance  per  year. 

The  staff  also  monitors,  the  "Start-a-Business  Center"  program  and  sends 
information  to  participating  centers  located  in  36  public  libraries  and  18 
chambers  of  commerce  throughout  the  state. 

Certified  Communities 

The  program  is  designed  to  educate  and  stimulate  local  development 
organizations  to  exercise  optimal  influence  over  their  own  economic 
environment. 

Certified  Community  candidates  receive  instruction  in  the  fundamentals  of 
business  retention,  physical  and  market  expansion  for  existing  businesses,  new 
business  development  information  and  techniques  for  business  recruitment. 

The  requirements  for  certification  include: 

-  develop  a  local  economic  information  center; 

-  prepare  a  community  profile  including  an  inventory  of  vacant  buildings  and 
commercial  property; 

-  identify  all  existing  businesses; 
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-  conduct  and  analyze  a  "business  attitude"  survey; 

-  develop  visual  and  written  promotional  materials;  and 

-  develop  one-  and  five-year  plans  with  specific  objectives  and  deadlines. 

State  certification  is  effective  for  three  years.  Then  communities  must 
update  their  primary  economic  development  information  to  be  recertified.  In 

1987,  nine  local  development  organizations  completed  the  requirements  and  in 

1988,  14  communities  completed  the  program.  A  total  of  40  communities  ranging 
in  size  from  Billings  to  Bridger  have  been  certified.  Next  year,  the  first 
communities  will  be  recertified,  and  it  is  estimated  that  10  new  communities 
will  apply  for  certification. 

SUPERHOST 

The  SUPERHOST  program  was  designed  by  the  division  and  the  Tourism  Advisory 
Council  to  assist  communities  in  local  tourism  development  efforts.  The 
primary  program  goals  are  to  encourage  longer  tourist  visits  and  return 
visits.  Since  August  1988,  a  dozen  Montana  communities  have  received  the 
SUPERHOST  designation. 

Communities  must  meet  three  requirements  before  becoming  SUPERHOST.  First, 
each  community  must  establish  a  visitor  information  center.  Second, 
communities  must  prepare  three  separate  tourist-oriented  publications — a  local 
recreational  guide,  a  calendar  of  local  events,  and  a  guide  to  local 
services.  Finally,  communities  must  develop  ongoing  hospitality  training 
programs  for  frontline  employees  in  tourism  businesses. 

Montana  Growth  Through  Agriculture 

This  program  was  created  by  the  1987  Legislature  to  encourage  rural 
economic  development  through  innovations  in  the  state's  agricultural  sector. 
Initially,  the  program  included  a  seed  capital  component,  along  with  programs 
for  agricultural  business  incubator  development  and  agricultural  market 
development.  Ruling  by  the  Montana  Supreme  Court  has  delayed  implementation 
of  the  seed  capital  segment  of  the  program.  However,  the  council  moved 
forward  with  the  program's  incubator  and  marketing  components. 

In  November  1988,  the  council  adopted  rules  for  implementing  the  incubator  and 
marketing  programs,  and  in  December  the  council  began  accepting  responses  to 
requests  for  proposals  for  the  two  programs.  Further,  the  council  is  working 
with  its  legal  counsel  in  drafting  a  bill  for  the  1989  Legislature  that 
addresses  the  constitutional  problems  associated  with  the  seed  capital 
program.  The  council  hopes  passage  of  this  bill  will  allow  it  to  move  forward 
with  program  implementation. 

The  Montana  Growth  Through  Agriculture  Program  is  funded  by  a  .76  percent 
appropriation  of  coal  severance  tax  revenues,  totaling  approximately  $400,000 
annually. 
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Montana  Small  Business  Development  Center 

Late  in  March  1988,  the  department  received  federal  funding  from  the 
U.S.  Small  Business  Administration  to  establish  a  Montana  Small  Business 
Development  Center  program  (Montana  SBDC) .  By  mid-June,  a  program  director 
was  chosen,  offices  in  Helena  and  Glendive  were  staffed  and  the  program  was  in 
full  operation. 

The  Montana  SBDC  is  funded  50  percent  each  by  the  Business  Assistance  Division 
and  the  Small  Business  Administration.  It  provides  specialized  consulting, 
training  and  information  to  small  businesses  throughout  the  state,  with 
particular  emphasis  in  the  areas  of  financial  analysis  and  loan  packaging, 
marketing  and  market  research,  international  trade,  government  contracting, 
and  business  information/data  systems. 

The  SBDC's  consulting  and  training  functions  parallel  and  extend  those  of  the 
division.  In  yearly  contract  negotiations  with  the  SBA,  commitments  are  set 
for  exact  numerical  goals  in  counseling  and  training,  and  for  serving  the 
SBA's  priority  client  groups  (women,  veterans,  and  minorities)  and  priority 
areas  of  emphasis  (international  trade,  rural  development  and  youth 
entrepreneurship) . 

The  SBDC  opened  with  two  centers,  a  main  office  at  Helena,  staffed  by  a 
director,  finance  officer,  international  trade  officer,  and  information/data 
systems  officer,  and  a  subcenter  at  Dawson  Community  College  in  Glendive, 
staffed  by  a  finance  officer  and  an  agribusiness  marketing  officer.  In 
mid-October,  negotiations  were  concluded  to  open  a  second  SBDC  subcenter  at 
Flathead  Valley  Community  College  (FVCC)  in  Kalispell,  thus  extending  the 
SBDC's  consulting  and  information  services  to  the  northwest  area  of  the  state. 
Officers  at  all  three  centers  are  "circuit  riders,"  spending  about  three  days 
per  week  traveling  to  meet  clients  for  one-on-one  consulting  in  their  own 
communities. 


MONTANA  HEALTH  FACILITY  AUTHORITY 

The  authority  was  created  by  the  Montana  Legislature  in  1983,  to  issue  tax 
exempt  or  taxable  revenue  bonds  or  notes,  and  to  loan  the  proceeds  to  any 
public  or  private  nonprofit  health  facility  for  eligible  capital  improvements, 
The  authority  is  an  autonomous  body  that  operates  on  fees  generated  by  bond 
issues  and  loan  transactions.  The  bonds  or  notes  do  not  obligate  either  the 
state  of  Montana  or  the  authority. 

The  authority  performs  an  important  public  function  to  improve  the  health 
and  living  conditions  of  the  people  of  the  state.  During  the  last  two  years 
it  provided  tax-exempt  financing  for  nonprofit  health  care  facilities  at 
loan  rates  significantly  below  conventional  financing  alternatives.  These 
financings  enabled  the  health  care  facilities  to  enhance  their  health  care 
services  to  the  community  and  simultaneously  to  contain  costs. 
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Pooled  Loan  Program 

In  December  1985,  the  authority  issued  its  second  pooled  loan  program  bonds 
to  provide  additional  benefits  to  participants  in  the  1984  first  pooled  loan 
program  and  to  provide  loan  financing  for  new  participants.  During  1987-88, 
the  authority  received  20  loan  applications  for  this  program.  The  board 
approved  19  applications  totaling  $19  million  at  an  average  interest  rate 
of  7.6  percent.  The  last  two  years'  activity  brings  the  aggregate  number  of 
loans  for  30  participants  to  $29  million. 

In  May  1988,  the  authority  received  15  loan  applications  for  capital 
improvement  projects  from  service  providers  to  the  developmental ly  disabled. 
In  October  the  authority  issued  its  third  pooled  loan  program  for  $1  million 
for  eight  providers.  A  majority  of  the  financing  was  a  refinancing  of 
existing  mortgages.  The  loan  interest  rate  was  7.3  percent,  which  was  2 
percent  to  6.2  percent  below  the  refinanced  mortgage  rates. 

This  increased  activity  represents  a  greater  public  awareness  of  the 
authority's  programs  and  benefits.  The  authority  anticipates  the  pooled 
loan  program  concept  to  be  utilized  more  frequently  for  two  reasons.  One, 
financing  costs  are  prorated  among  all  participants,  reducing  the  borrowing 
costs  for  all.  And  two,  restrictions  on  federal  capital  improvement  cost 
reimbursement  has  resulted  in  a  statewide  downsizing  of  health  care  facility 
capital  plans,  making  many  stand  alones  uneconomical. 

Stand  Alone  Financings 

The  authority  issued  a  $16  million  stand  alone  issue  in  August  1987.  This 
issue  was  an  advance  refunding  that  yielded  a  cost  savings  of  approximately 
$297,000  annually,  and  $7.4  million  over  the  term  of  the  bond  issue. 

The  authority  has  become  an  accepted  capital  finance  issuer  and  resource 
advisor  to  Montana  health  care  facilities.  In  conjunction  with  its  financial 
and  legal  advisors,  the  authority  provides  management  consultation  to  health 
care  administrators  beyond  bond  issuance  by  providing  them  with  the  most 
recent  capital  financing  information  for  public  and  nonprofit  health  care 
facilities. 

MONTANA  BOARD  OF  HOUSING 

The  Montana  Board  of  Housing  was  created  by  the  Montana  Housing  Act  of  1975  to 
provide  decent,  safe,  and  sanitary  housing  and  to  alleviate  the  high  cost  of 
housing  for  lower  income  individuals  and  families.  The  funds  to  operate  the 
programs  administered  under  the  act  are  generated  either  through  the  sale  of 
tax-exempt  bonds  or  through  administrative  fees.  The  board  receives  no  state 
funds  to  operate  the  programs. 

Homeownerhsip  Programs:  Single  Family  Bond  Program 

The  board  initiated  the  Single  Family  Bond  Program  in  1977  to  assist  lower 
income  Montanans  in  purchasing  homes  within  the  state.  The  board  issues 
tax-exempt  Mortgage  Revenue  Bonds  to  provide  below  market-rate  mortgage  loans. 
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Since  1977,  16  bond  issues  have  been  sold,  the  proceeds  of  which  have  assisted 
approximately  14,500  Montanans  to  purchase  existing  housing,  or  to  build  new 
homes  in  177  communities  throughout  the  state.  The  program  primarily  assists 
first-time  homeowners  but  in  designated  areas  the  borrowers  need  not  be 
first-time  purchasers.  Qualifying  borrowers,  however,  must  meet  certain 
annual  income  and  house  price  restrictions.  All  of  the  mortgage  loans 
financed  were  newly  originated,  25-  or  30-year  mortgages,  which  are  either 
insured  by  the  Federal  Housing  Administration  (FHA),  or  guaranteed  by  the 
Veterans  Administration  (VA) .  The  board  had  four  Mortgage  Revenue  Bond 
issues  in  1987  and  1988,  which  provided  funds  to  purchase  approximately  1,700 
mortgages. 

Mortgage  Credit  Certificate  Program 

This  program  was  implemented  by  the  board  in  July  1987  to  assist  lower  income 
individuals  and  families  in  the  purchase  of  their  first  home.  With  this 
program,  the  board  issues  federal  tax  credits  rather  than  providing  mortgage 
loan  funds.  The  Mortgage  Credit  Certificate  Program  benefits  qualified 
Montana  homebuyers  by  either  reducing  their  federal  tax  liability,  or 
by  providing  more  disposable  income  to  assist  in  making  monthly  mortgage 
payments.  The  tax  credits  are  issued  at  a  uniform  rate  of  20  percent, 
enabling  borrowers  to  change  the  nature  of  20  percent  of  annual  mortgage 
interest  expense  from  an  itemization  to  a  tax  credit  when  filing  their  annual 
tax  returns.  The  board  issued  over  1,000  tax  credit  certificates  in  1987  and 
1988  to  homebuyers  who  met  certain  annual  income  and  house  price  restrictions. 

Multl family  Programs:  Multi family  Bond  Programs 

The  board  issues  tax-exempt  Industrial  Development  Bonds  to  finance  the 
construction  of  new  or  to  rehabilitate  existing  low  income  multifamily  rental 
housing.  The  board  has  financed  668  multifamily  housing  units  in  11  projects 
throughout  the  state,  and  currently  has  432  units  in  eight  projects  under 
permanent  mortgage.  Financing  was  provided  by  issuing  four  series  of 
multifamily  bonds  and  notes  in  an  initial  principal  amount  of  $24,410,000. 
The  proceeds  provided  construction  funds  or  purchased  permanent  multifamily 
mortgage  loans  for  rental  housing  projects  for  the  elderly,  families  or 
individuals  of  lower  income.  All  projects  are  insured  by  the  Federal  Housing 
Administration,  and  each  of  the  occupants  receives  a  rent  subsidy  under  the 
HUD/FHA  Section  8  Management  Division  of  HUD. 

Low  Income  Housing  Tax  Credit  Program 

In  November  1987,  the  board  implemented  this  program,  which  promotes  the 
retention  of  existing  and  the  provision  of  new  low  income  rental  housing 
through  the  use  of  federal  tax  credits. 

The  Tax  Reform  Act  of  1986  established  the  Low  Income  Housing  Tax  Credit  as 
a  replacement  for  previous  federal  tax  incentives  for  investing  in  low  income 
housing.  The  credit  offers  a  straight  dollar-for-dollar  reduction  in  tax 
liability  to  owners  and  investors  in  eligible  housing  projects.  Through  the 

[  15  ] 


credit,  developers  and  owners  of  qualified  housing  receive  a  tax  credit  each 
year  for  10  years,  based  on  the  number  of  housing  units  provided  to  qualified 
low  income  individuals  and  families. 

The  board  allocated  more  than  $833,000  of  Low  Income  Housing  Tax  Credit  in 
1987  and  1988,  to  13  qualified  projects  in  Montana  that  contain  264  units  of 
low  income  rental  housing. 


BOARD  OF  INVESTMENTS 


The  uniform  investment  program  established  by  Article  VIII,  Section  A  of  the 
1972  Montana  Constitution  directed  that  the  Board  of  Investments  have  sole 
authority  to  invest  state  funds  in  accordance  with  the  laws  and  Constitution 
of  the  state. 

The  1987  Legislature,  through  Senate  Bill  298,  abolished  the  Board  of 
Investments  and  Montana  Economic  Development  Board  and  combined  their 
functions  under  a  single,  new  board.  Fiscal  year  1988,  therefore,  saw  an 
extensive  reorganization  of  the  investment  staff  to  accommodate  the  need  for 
more  diversification  of  investment  responsibilities. 

These  changes  were  accomplished  by  creating  one  administrative  position 
and  establishing  four  assistant  investment  officers  to  manage  short-term 
investments,  fixed  income,  equities,  and  mortgages  and  commercial  loans.  The 
chief  investment  officer  supervises  the  assistant  investment  officers  and 
manages  overall  investment  strategy  and  asset  allocation. 

The  board  also  established  new  rules  for  commercial  and  residential  lending 
that  broadens  the  board's  role  as  a  secondary  market  for  Montana  loans.  The 
board  has  renewed  its  commitment  to  economic  development  in  Montana  through 
the  expanded  use  of  Permanent  Coal  Trust  funds  for  in-state  commercial  loans. 
The  newly  formed  board  now  allows  the  public  to  make  one  investment  stop 
rather  than  approaching  two  different  agencies. 

The  board  operates  under  the  "prudent  expert  principle,"  which  requires  it 
to  discharge  its  duties  with  the  care,  skill,  prudence,  and  diligence  that  a 
person  in  a  like  capacity  with  the  same  resources  would  exercise  in  conducting 
an  enterprise  of  like  character  and  aims;  to  diversify  the  holdings  of  each 
fund  to  minimize  the  risk  of  loss  and  to  maximize  the  rate  of  return;  and 
to  discharge  duties  solely  in  the  interest  of  and  for  the  benefit  of  funds 
managed.  Common  stock  purchases  are  restricted  to  pension  funds  only. 

The  Board  of  Investments  consists  of  nine  voting  members  appointed  by  the 
governor  and  includes  one  member  each  representing  the  Public  Employees 
Retirement  Board  and  the  Teacher's  Retirement  Board  with  the  remaining  seven 
representing  the  financial  community,  small  business,  agriculture  and  labor 
to  provide  a  balance  of  professional  expertise  and  public  interest  and 
accountability. 
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The  staff  seeks  the  optimum  possible  investment  performance  within  the 
investment  guidelines  outlined  in  state  statutes  and  consistent  with  the 
investment  objectives  of  the  various  funds  it  manages.  Total  assets  managed 
at  June  30,  1988,  exceeded  $2.6  billion. 


LOCAL  GOVERNMENT  ASSISTANCE  DIVISION 

This  division's  12  direct  service  and  financial  assistance  programs  provide 
an  important  connection  between  Montana's  local  governments  and  corresponding 
units  of  state  and  federal  government.  The  $23  million  annual  technical  and 
financial  assistance  services  include  thorough  audits  and  accounting  systems, 
training,  financial  and  statutory  compliance  with  local  political  subdivision 
operations,  operating  and  administering  federal  housing,  public  works  and 
economic  development  funding  programs,  and  developing  critical  planning 
information  and  training  resources  for  local  officials. 

Montana  Community  Development  Block  Grant  (CDBG)  Program 

The  CDBG  Program  is  a  federally  funded,  competitive  grant  program  that  has 
awarded  $40  million  for  105  local  government  projects  across  Montana  since 
1982.  Each  of  these  projects  principally  benefits  low  and  moderate  income 
families.  The  CDBG  Program  is  the  major  Montana  funding  source  for  substandard 
housing  rehabilitation  and  neighborhood  revitalization.  These  grants  also 
help  communities  make  costly  sewer  and  water  improvements  affordable  for  lower 
income  citizens.  The  CDBG  economic  development  grants  are  loaned  by  local 
governments  to  businesses,  in  conjunction  with  new  private  investment,  to  make 
business  start-ups  and  expansions  possible  that  otherwise  would  not  have  been 
financially  feasible. 

The  combination  of  CDBG  and  private  participation  dollars  has  created  over  $50 
million  of  new  construction  in  Montana  communities  and  has  created  hundreds  of 
jobs  for  Montanans. 

Community  Technical  Assistance  Program 

Established  in  1967,  this  program  has  become  a  focal  point  for  both  local 
officials  and  developers  who  depend  on  accurate  and  timely  information  on 
planning,  community  development,  surveying,  land  use,  and  financing  resources. 
The  automated  "Public  Works  Financing  Database"  and  the  annual  "Land  Use 
Planning  Workshops"  are  just  two  of  many  resources  that  this  program  brings  to 
Montana  communities. 

County  Land  Planning  Grant  Program 

Funded  by  a  percentage  of  state  coal  severance  tax,  this  program  has  provided 
approximately  $4.5  million  to  all  Montana  counties  since  1975. 
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These  funds  have  provided  state  financial  support  for  local  planning  board 
operations  for  preparing  community  development  plans,  for  administering 
local  land  development  regulations  to  protect  public  health  and  safety, 
for  preparing  money-saving  public  works  capital  improvement  plans,  and  for 
economic  development  (job  development)  planning. 

Montana  Rental  Assistance  Housing  Program 

This  federally  funded,  state-operated  program  pays  $11.5  million  annually  in 
rental  assistance  to  2,750  landlords  across  Montana  to  help  support  eligible 
low  income  families.  As  a  statewide  housing  authority  under  contract  with 
the  U.S.  Department  of  Housing  and  Urban  Development  (HUD),  this  unit  operates 
the  Section  8  Existing  Certificate  Program,  the  Voucher  Program,  the  Moderate 
Rehabilitation  Program  and  the  Rental  Rehabilitation  Program. 

HUD  defines  fiscal  support  for  these  programs  and  local  Montana  demand 
regularly  exceeds  supply.  The  waiting  list  for  these  programs  includes  3,500 
people  beyond  those  currently  being  assisted. 

Local  Government  Accounting  and  Management  Systems  Program 

This  program  was  established  to  develop  and  maintain  a  uniform  "Budgetary 
Accounting  and  Reporting  System"  (BARS)  for  all  Montana  local  government 
jurisdictions,  and  it  also  establishes  a  standard  "chart  of  accounts"  and 
monitors  annual  reports  for  local  governments.  The  assistance  provided  to 
these  government  units  is  the  only  central  and  uniform  accounting  base  and 
reporting  information  available  to  all  1,180  local  political  subdivisions. 

The  statewide  information  and  assistance  available  from  this  program  provides 
the  institutional  consistency  and  the  "preventative  accounting/systems 
medicine"  to  preserve  the  fiscal  integrity  of  local  governments  across 
Montana. 

Montana  Local  Government  Audit  Program 

As  the  foundation  of  the  public's  fiscal  confidence  in  local  government 
operations,  this  program  regularly  performs  financial  and  statutory  compliance 
audits  of  Montana's  local  government  units.  As  directed  by  the  Montana 
Constitution  and  statutse,  250  local  government  units  per  year  are  audited  by 
either  state  audit  staff  or  private  CPAs  under  contract  with  the  state. 

Though  often  perceived  as  a  regulatory  function,  auditing  has  become  an 
important,  proactive  training  and  information  sharing  tool.  Ensuring  the 
taxpayer's  confidence  in  the  proper  expenditure  and  reporting  of  public  funds 
is  important  to  all  Montanans. 

District  Court  Reimbursement  Program 

This  program  provides  insurance  to  all  counties  through  the  state's  assumption 
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of  certain  district  court  expenses  associated  with  criminal  proceedings. 
Reimbursable  expenses,  as  defined  by  statute,  include  a  portion  of  court 
reporters'  salaries,  transcripts  of  criminal  proceedings,  witness  and 
jury  fees,  indigent  defense  expenses,  and  psychiatric  examination  fees. 
Reimbursements  are  made  only  to  counties  and  are  limited  to  funds  appropriated 
by  the  Legislature.  The  state  assumption  of  certain  district  court  costs 
not  only  protects  all  Montana  counties  from  the  extraordinary  expenses  of  a 
major  criminal  trial,  but  it  also  equalizes  the  local  revenue  burden  for  all 
criminal  proceedings  in  the  District  Courts  across  the  state. 

Montana  Coal  Board 

Funded  by  a  portion  of  the  state  coal  severance  tax  and  appointed  by  the 
governor,  this  board  awards  grants  to  local  government  units  that  must  expand 
their  public  services  because  of  large-scale  coal  development.  Since  1975 
the  coal  impact  areas  have  been  assisted  by  approximately  $60  million  in  Coal 
Board  grants  for  local  public  service  projects. 

Montana  Hard  Rock  Mining  Impact  Board 

This  governor-appointed  quasi-judicial  board  reviews  and  mediates  disputes 
between  developers  and  local  governments  concerning  their  mutually  developed 
impact  plans.  Funded  by  33  percent  of  the  Metal  Mines  Licence  Tax,  this  board 
also  manages  trust  accounts  for  an  "impact  of  decline"  grant/loan  program. 
These  program  revenues  assist  in  the  fiscal  mitigation  of  impacts  when  a 
major  mine  reduces  employment  or  closes.  The  local  trust  account  management 
responsibility  has  never  been  utilized  by  participating  counties — but  remains 
operational  should  events  so  require. 


MONTANA  LOTTERY 


The  Montana  Lottery  is  a  multi-million  dollar  revenue-generating 
business  operated  by  the  state  and  approved  by  voters  on  the  1986  ballot.  A 
five-member  commission,  appointed  by  the  governor,  oversees  activities  and 
procedures.  The  commission  must  include  a  CPA,  an  attorney,  a  law  enforcement 
official,  and  two  public  members.  The  governor  also  appoints  the  lottery 
director,  who  coordinates  the  lottery's  three  divisions:  security,  operation, 
and  marketing. 

Security  Division 

The  division  performs  criminal  and  credit  checks  on  retailers  who  apply 
for  licensing,  conducts  background  checks  on  all  lottery  employees,  ensures 
ticket  security  and  investigates  security  breaches  in  ticket  distribution, 
validation,  drawings,  and  other  lottery  operations. 
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Operations  Division 

The  division  is  in  charge  of  ticket  accounting  systems,  ticket  validation, 
prize  payments,  and  settlement  functions.  It  also  prepares  periodic  financial 
statements. 

Marketing  Division 

The  division  manages  the  advertising,  promotion,  and  distribution  of  lottery 
products  to  provide  maximum  sales  revenue  in  a  way  that  is  consistent  with  the 
goals  of  the  state  and  welfare  of  its  citizens. 

The  lottery  schedules  and  operates  five  to  seven  games  annually  with  tickets 
being  sold  in  more  than  1,100  licensed  retail  outlets  statewide.  The  money 
raised  from  ticket  sales  goes  toward  prizes  (45%),  commissions  for  retailers 
(5%),  property  tax  relief  in  the  form  of  wage  benefits  for  school  employees 
(35%),  and  operating  expenses  (15%). 

At  the  end  of  September  1988,  the  lottery  transferred  $8.4  million  to  the 
state  Office  of  Public  Instruction  to  distribute  to  Montana  counties  to  help 
address  a  statewide  school  district  employee  benefits  fund  need  of  more  than 
$50  million.  Eligible  counties  receive  their  portion  based  on  the  number  of 
students  in  the  county.  To  be  eligible,  a  county  must  levy  more  than  nine 
mills  in  property  taxes  for  the  school  employee  benefits  fund.  The  lottery 
also  paid  out  $11,6  million  in  prizes,  with  the  largest  single  winner 
receiving  $3,075,000. 


MONTANA  SCIENCE  AND  TECHNOLOGY  ALLIANCE 


The  alliance  was  created  in  1985  to  strengthen  Montana's  economy  by  using 
technological  development  to  revitalize  traditional  industries  and  encourage 
new  ones.  It  was  initially  funded  with  $2  million  for  the  1987  biennium 
and  $2.75  million  for  the  1989  biennium  from  the  Alternative  Energy  Coal  Tax 
Account. 

The  1987  Legislature  enacted  House  Bill  700,  a  seed  capital  bond  bill,  which 
authorized  the  alliance  to  issue  up  to  $16  million  in  bonds  over  the  next 
five  years.  Bond  proceeds  were  to  be  used  for  direct  investment  in  early 
or  expansion  stage  companies  that  are  trying  to  develop  and  market 
technology-based  products.  The  bonds  were  to  be  backed  by  the  coal  severance 
tax  trust  fund  and  were  to  be  retired  with  the  investment  earnings  made  to  the 
alliance  by  the  companies  that  received  investments.  If  sufficient  earnings 
were  not  realized  from  the  investments,  the  difference  was  to  be  made  up  by 
transferring  money  from  the  coal  tax  trust  to  subsidize  debt  service  on  the 
bonds. 
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Montana  Supreme  Court  Test  Case 

New  bond  funding  programs  are  routinely  tested  before  the  Supreme  Court  to 
establish  constitutionality  prior  to  the  bond  sales.  The  case  to  test  H.B. 
700  was  filed  with  the  Supreme  Court  in  January  1988,  and  oral  arguments  were 
heard  on  May  11,  1988.  In  mid-July  the  Montana  Supreme  Court  decided  in  favor 
of  the  plaintiffs  in  the  case  of  White  v.  State  of  Montana. 

The  Court  found  that  H.B.  700  violated  the  state  constitution  in  three  ways: 
the  statute  violated  a  constitutional  prohibition  against  pledging  the  credit 
of  the  state  to  secure  bonds,  the  proceeds  of  which  would  be  used  to  benefit 
private  companies;  the  statute  contained  an  improper  delegation  of  legislative 
authority;  and  the  statute  contained  a  defect  in  the  title  of  the  bill. 

As  a  result  of  the  Court's  decision,  the  alliance  made  no  investments  related 
to  contracts  not  obligated  at  the  time  of  the  decision.  During  the  remainder 
of  the  biennium,  the  alliance  will  continue  to  monitor  and  manage  its  existing 
investment  portfolio,  and  it  will  work  with  business  and  political  leaders  to 
secure  renewed  investment  authority  and  adequate  funding  for  the  next  biennium 
in  order  that  it  might  resume  making  technology  investments. 

Future  Funding  Options 

The  alliance  was  created  to  fill  the  financing  gap  that  exists  in  Montana  for 
early  stage  technology-based  businesses  and  commercially  oriented  research 
and  development  efforts.  Since  1986,  the  alliance  has  operated  two  distinct 
funding  programs:  the  research  and  development  program,  and  the  seed  capital 
program.  The  research  and  development  program  finances  applied  research 
projects  that  do  not  yet  meet  return-oriented  financing  criteria;  it  finances 
technology  transfer  and  technical  assistance  projects  that  provide  information 
to  develop  technology  in  Montana;  and  it  finances  research  centers  of 
excellence  in  cooperation  with  the  University  System  and  private  sector 
to  enhance  the  state's  research  capabilities.  While  this  program  requires 
matching  funds  and  return  on  investment  provisions,  it  does  not  contemplate 
high  rates  of  return  and,  in  some  cases,  relies  heavily  on  indirect  return 
related  to  the  broader  goals  of  the  alliance. 

The  seed  capital  program  provides  financing  to  early  stage  and  expansion 
stage  businesses  that  are  developing  and  marketing  products  or  processes  which 
generally  fit  the  definition  of  "innovative  technology."  The  companies  that 
receive  consideration  are  those  which  cannot  be  financed  through  conventional 
debt  by  banks  (because  of  the  need  for  working  capital  and  the  lack  of 
collaterizable  assets),  but  that  hold  realistic  promise  for  rapid  and 
significant  growth. 

Investment  Portfolio 

During  the  1989  biennium  the  alliance  placed  technology  investments  totaling 
$1.4  million  in  15  projects  in  both  research  and  development  and  seed  capital 
areas.  The  funds  were  matched  with  $1.5  million  in  private  funds  for  a 
total  of  $2.9  million  expended  in  Montana  during  the  last  two  fiscal  years  to 
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stimulate  and  strengthen  the  state's  economy. 

From  its  inception  until  the  Court's  decision,  the  alliance  has  answered  more 
than  450  funding  inquiries.  These  inquiries  yielded  171  executive  summaries 
for  a  total  of  $29.6  million  in  alliance  funds,  with  an  additional  $47.3 
million  proposed  as  matching  funds,  for  $76.9  million  in  total  anticipated 
project  costs.  Seed  capital  projects  included  96  summaries,  which  requested 
$23.9  million  in  alliance  funds,  and  75  research  and  development  project 
summaries  requested  $5.8  million. 

Through  July  21,  1988,  the  alliance  placed  technology  investments  totaling 
$2.9  million  in  36  projects  in  both  the  research  and  development  and  seed 
capital  areas.  These  funds  were  matched  with  $3.9  million  in  private  funds 
for  a  total  of  $6.8  being  expended  for  the  benefit  of  Montana's  economy.  In 
its  seed  capital  investment  program  alone,  the  alliance  has  invested  $720,000 
in  seven  technology-based  companies.  These  companies  have  matched  the 
alliance's  funds  with  $1.3  million  of  private  funding  for  a  total  of  $2.1 
million  in  expended  capital.  If  successful,  these  companies  could  create  up 
to  580  new  jobs  in  Montana  by  1994. 
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which  includes  representatives  from  across  Montana. 


Promotional  Efforts  Successful 

The  accommodations  tax,  together  with  increased  commitments  by  Montana's 
tourism  businesses  and  regional  organizations,  has  bolstered  efforts  by  Travel 
Montana.  The  evidence  suggests  that  the  increased  promotional  efforts  have 
been  successful,  and  that  programs  made  possible  by  the  new  "bed  tax"  revenue 
will  continue  to  generate  profits  for  Montana  business. 

Summer  travelers  in  Montana  spent  an  estimated  $27  million  more  in  1988  than 
in  1987.  Consequently,  1988  bed  tax  revenues  increased  12.5  percent  or  from 
$1.7  million  to  $1.9  million. 

Marketing  research  supplied  by  the  university  system  allows  advertising  to  be 
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targeted  toward  Montana's  "best  prospects."  These  prospects  are  delineated  by 
geography,  by  demographic  characteristics  (such  as  age,  income,  occupational 
status,  sex  and  education),  and  by  "psychographic"  characteristics  (such  as 
attitudes  toward  certain  vacation  styles). 

For  several  years  prior  to  implementation  of  the  accommodations  tax,  Travel 
Montana's  advertising  budget  remained  constant.  Consequently,  the  rising 
cost  of  advertising  meant  fewer  people  were  exposed  to  Montana's  summer  travel 
campaigns.  In  1988,  however,  with  additional  bed  tax  funds  Travel  Montana 
purchased  higher  quality  advertisements  and  total  exposure  increased 
dramatically,  from  25.5  million  people  in  1987  to  57  million  in  1988. 

Television:  "When  Montana  Sings" 

During  the  spring  of  1988,  Montana,  for  the  first  time,  produced  and  aired 
a  quality  summer  travel  television  commercial.  The  commercials  reached  31 
million  households  an  average  of  14  times  in  the  Pacific  Northwest,  Central 
Rockies  and  Midwest  regions. 

Ski  Season  Turns  Record 

During  the  1987-88  winter,  increased  advertising  and  promotion  brought  4 
percent  more  skiers  and  an  additional  $40  million  into  the  Montana  economy. 
Montana  ski  areas  are  prepared  to  accommodate  even  more  travelers  this  year, 
and  new  lifts,  runs  and  other  facilities  are  being  added  at  several  areas. 

Publicity  Dollar  Value  Increase 

Any  promotion  that  is  not  purchased  directly  generally  is  defined  as 
publicity.  Because  of  the  minimal  costs  involved,  publicity  remains  an 
important  marketing  alternative.  Travel  Montana  regularly  seeks  positive 
national  and  international  travel  publicity  in  order  to  establish  a  public 
image  and  demand  for  Montana  as  a  summer  and  winter  vacation  destination. 

The  dollar  value  of  publicity  is  calculated  by  determining  the  cost  of  the 
equivalent  amount  of  advertising  space.  During  the  past  four  years,  the  value 
of  publicity  directly  influenced  by  Travel  Montana  has  increased  dramatically 
from  $31,000  in  1984  to  over  $3  million  in  1988.  Examples  include  a  Dan 
Rather  CBS  News  piece  on  Montana  lifestyles  and  the  Montana  cattle  drive,  and 
the  Washington  Post  devoted  a  section  to  Montana  vacation  opportunities. 


Steady  Increases  in  Motion  Picture  Projects  and  Revenue 

Travel  Montana  also  markets  the  state  as  a  location  for  film  and  video 
projects.  Both  the  number  of  motion  picture  projects  that  have  been  filmed  in 
Montana  and  the  resulting  revenues  have  increased  steadily  over  the  past  seven 
years. 
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Motion 

Picture 

Location 

Projects 

1982 

16 

1983 

23 

1984 

31 

1985 

27 

1986 

29 

1987 

30 

1988 

34 

Motion  Picture  &  T.V.  Production 

Dollars  Spent  in  Montana 

(estimated  gross  expenditures) 


1982 

$  397,999 

1983 

3,028,000 

1984 

995,000 

1985 

4,939,000 

1986 

5,739,000 

1987 

5,820,000 

1988 

6,020,000 

Productions  filmed  in  Montana  in  1988  include  two  feature  films,  "Waiting  for 
Salazar,"  filmed  in  Hamilton,  Darby  and  Missoula,  and  "Coldfeet,"  filmed  in 
Livingston.  A  number  of  commercials  also  were  filmed  throughout  the  state. 

Publications  Philosophy:  High  Quality 

A  larger  budget  also  allows  Travel  Montana  to  improve  the  quality  of  travel 
planning  publications  and  better  compete  with  other  travel  publications. 
Throughout  the  biennium  the  division  designs,  prints  and  distributes  more 
than  3.2  million  travel  promotion  publications  including  the  Montana  Vacation 
Guide,  the  Montana  Travel  Planner,  the  Montana  Highway  Map,  a  calendar  of 
events,  the  Winter  Guide,  the  Group  Tour  Planning  Guide,  and  the  Motion 
Pictures  and  Television  Location  Guide. 

Group  Tours  Successful 

Travel  Montana  markets  the  state  as  a  group  travel  destination.  It  publishes 
a  comprehensive  Group  Tour  Planning  Guide  and  an  aggressive  marketing  program 
lures  tour  companies  to  the  Big  Sky  Country. 

Montana  showcases  its  many  group  tour  opportunities  through  several  condensed, 
quality  familiarization  tours.  These  tours  provide  firsthand,  personal 
site  inspections  for  group  tour  operators  who  influence  thousands  of  travel 
decisions.  By  personally  experiencing  Montana,  these  operators  can  better 
design  Montana  itineraries. 

At  least  90  percent  of  the  familiarization  tour  participants  design  new 
Montana  itineraries  or  extend  the  length  of  existing  tours  within  two  years  of 
their  visit. 


Tourism  Regions  Complete  Marketing  Projects 

Accommodation  taxes  have  initiated  more  than  155  new  local  marketing  projects, 
Through  the  efforts  of  hundreds  of  volunteers  and  small  staffs  across  the 
state,  regional  tourism  and  chamber  organizations  are  developing  promotions 
that  reflect  local  travel  amenities.  The  marketing  plans  call  for  travel 
guides,  image  pieces,  television,  radio  and  print  advertising,  group  travel 
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and  movie  location  promotions,  and  snowmobile  and  ski  promotions.  Many 
projects  were  completed  in  conjunction  with  the  state's  promotions. 


of  the 


Luring  Japanese  Visitors 

Montana  has  established  a  new  trade  office  in  Tokyo  and  has  conducted  several 
trade  missions  to  create  positive  relations  with  the  Japanese.  Current 
marketing  efforts  in  Japan  focus  on  raising  the  awareness  of  Montana  as  a 
favorable  vacation  destination  mainly  through  familiarization  tours  for  group 
tour  planners  and  media  representatives. 

Montana,  Wyoming  and  Utah  have  entered  into  a  cooperative  agreement  with  the 
six  largest  tour  wholesalers  in  Japan  to  promote  "Highway  89  in  '89."  These 
wholesalers  manage  75  percent  of  the  Japanese  tour  business.  Montana  also 
has  established  a  joint  venture  with  Northwest  Airlines  and  four  additional 
Japanese  tour  wholesalers  to  promote  a  "Glacier  to  Yellowstone"  tour  package. 

Eight  representatives  from  prominent  Japanese  magazines  or  newspapers  have 
visited  Montana  since  June  1988.  The  emphasis  of  many  of  these  trips  was 
tourism  opportunities  along  U.S.  Highway  89. 

The  Yellowstone  Fires 

The  1988  forest  fires,  while  extensive,  did  not  destroy  Yellowstone  National 
Park.  Now  that  the  fires  are  out,  Travel  Montana  continues  to  assess  the 
change  and  look  to  the  future.  In  this  regard,  the  division,  together 
with  the  Wyoming  Travel  Commission  and  TW  Services,  Inc.,  has  undertaken  an 
aggressive,  three-year  public  education  campaign.  The  campaign  focuses  on 
providing  accurate  information  about  the  fires'  impact  and  about  how  the  park 
will  be  changing  continually.  A  "post  fire"  video  and  a  new  facts  and  figures 
brochure  have  been  produced  illustrating  that  the  park  remains  beautiful  and 
that,  in  some  respects,  the  fires  have  made  it  a  more  interesting  place  to 
visit. 


Special  Projects 

Along  with  addressing  new  markets,  the  accommodations  tax  allows  Travel 
Montana  to  undertake  several  special  projects. 

Montana  Celebrates  100  Years  of  Statehood.  Three  major  centennial  projects 
will  encourage  travelers  to  consider  Montana  as  a  vacation  destination  during 
1989.  The  first  project  is  a  Northwest  Centennial  brochure,  which  describes 
the  top  100  events  in  the  six  Northwest  states  that  are  celebrating  their 
statehood  centennials  this  year  and  next.  The  second  project,  a  brochure 
featuring  attractions  and  suggested  tour  routes  in  the  six  Northwest  states, 
was  sent  to  more  than  1,200  tour  operators  nationwide.  The  final  project 
involves  distributing  centennial  information  in  the  form  of  press  kits,  a 
press  release  and  a  special  centennial  newsletter. 
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Film/Video  Project  Completed.  A  series  of  nine  tourism  videos  has  been 
produced,  which  include  a  half-hour  comprehensive  film,  a  15-minute  summer 
and  a  15-minute  winter  film,  and  six  10-minute  films,  one  for  each  of  the 
state's  tourism  regions.  The  films  will  be  distributed  domestically  and 
internationally  to  travel  agents,  tour  operators,  meeting  planners,  ski  clubs, 
public  and  cable  television  stations  and  libraries.  The  videos  also  will  be 
used  by  Montana  tourism  businesses  for  self-promotion. 

Convention  Focus.  Travel  Montana  cooperates  with  the  state's  tourism  industry 
to  increase  the  number  of  meetings  and  conventions  held  in  Montana.  Attention 
is  given  to  developing  Montana's  meeting-related  businesses,  to  building  an 
image  of  Montana  as  a  meeting  destination,  and  to  creating  demand  for  and 
marketing  Montana's  meeting-related  products  and  services  to  meeting  and 
convention  planners.  An  upcoming  convention  recruitment  program  has  the 
private  and  public  sectors  competing  to  generate  convention  leads  and  recruit 
conventions. 

Electronic  Media  Coverage  Pursued.  Electronic  media  coverage  of  Montana's 
travel  opportunities  is  encouraged.  In  1987  and  1988,  Travel  Montana  assisted 
in  the  production  of  15  features,  including  segments  on  the  NBC  Nightly  News, 
ESPN,  the  CBS  Evening  News,  the  Outdoor  News  Network,  and  the  Cable  News 
Network  (CNN). 

Highway  Signs.  As  requested  by  the  last  Legislature,  a  review  of  highway 
signing  was  conducted.  Information  was  gathered,  a  survey  of  travelers  and 
Montana  tourist-oriented  businesses  was  conducted  and  public  meetings  were 
held.  Final  recommendations  will  be  submitted  to  the  1989  Legislature. 


Unspoiled, 
unforgettable. 
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>»  REGULATION  <« 

MONTANA  AERONAUTICS  DIVISION 

The  division's  goals  are  to  encourage  and  promote  aviation  and  aviation 
safety  and  to  enhance  Montana's  economy  by  fostering  and  promoting  a  safe 
and  efficient  aviation  system  for  the  movement  of  goods,  services,  and  people 
within  the  state.  The  division  has  two  bureaus,  the  Safety  and  Education 
Bureau  and  the  Airport/Airways  Bureau,  and  is  advised  by  the  Montana 
Aeronautics  Board,  whose  members  are  appointed  by  the  governor. 

Safety  and  Education  Bureau 

The  bureau  plans  and  supervises  an  annual  flight  instructor  refresher  clinic, 
aircraft  mechanics  refresher  seminars,  and  organizes  and  presents  pilot 
safety  programs.  Every  year  approximately  60  instructors  attend  the  clinic  to 
renew  their  certification,  and  attendance  at  the  mechanics  seminar  frequently 
exceeds  70. 

The  bureau  also  organizes  and  maintains  a  functional  statewide  air  search 
organization,  which  has  a  roster  of  more  than  1,000  volunteer  search  pilots 
and  600  aircraft.  As  part  of  the  search  and  rescue  effort,  the  bureau 
annually  trains  30  volunteer  pilots  in  its  Mountain  Search  Pilot  Clinic. 

The  bureau  acts  as  the  state's  approving  agent  for  Veterans  Administration 
flight  schools,  and  it  registers  Montana  pilots  and  aircraft.  In  addition, 
the  bureau  conducts  competency  checks  and  flight  instruction  for  division 
pilots  who  hold  a  no-accident  record,  and  it  inspects  and  identifies  hazards 
to  air  navigation  and  recommends  marking  and  lighting  adjustments.  The  bureau 
provides  a  number  of  educational  opportunities  including  sponsoring  seven 
aviation/aerospace  education  workshops  annually  through  the  state's  colleges 
and  universities,  providing  aviation  information  and  curriculum  planning  to 
educators,  and  distributing  audiovisual  materials  to  schools  and  aviation 
groups. 

Airports/Airways  Bureau 

The  bureau  plans,  implements,  operates  and  maintains  statewide,  state-owned 
facilities  adequate  to  meet  the  navigation  and  communications  needs  of  Montana 
aviation.  Specif ical ly, it  maintains  and  operates  25  non-directional  radio 
beacons,  65  air-to-ground  communication  facilities,  180  airways  and  4 
airports.  To  ensure  the  safety  and  utility  of  Montana's  airport  system,  the 
bureau  annually  provides  technical  assistance  to  30-40  community  airports 
throughout  the  state.  The  bureau  also  publishes  and  distributes  the  Montana 
Airport  Directory  and  the  Montana  Aeronautical  Chart  to  ensure  the  flying 
public  has  current  and  accurate  information  regarding  Montana's  aviation 
system. 

In  1989  the  division  will  host  the  fifth  Montana  Aviation  Conference.  The 
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conference  brings  together  Montana  aviation  organizations  for  educational  and 
problem-solving  sessions,  leading  to  a  greater  understanding  of  aviation  in 
the  state  and  heightened  awareness  by  the  public  of  the  role  aviation  plays  in 
the  state's  economic  well-being. 


BUSINESS  REGULATION  DIVISION 

The  division  administers  and  coordinates  the  activities  of  the  Building  Codes 
Bureau,  the  Milk  Control  Bureau,  the  Professional  and  Occupational  Licensing 
Bureau,  the  Weights  and  Measures  Bureau,  and  the  Tramway  Safety  Program. 
The  last  legislative  session  added  outfitter  licensing,  employmeHt  agency 
licensing  as  well  as  the  tramway  safety  program  to  the  division. 

Because  all  the  division's  programs  are  self  supporting,  except  for  Weights 
and  Measures,  managing  expenditures  in  relation  to  income  is  a  key  function. 
Automation  of  the  division  continued  this  biennium  with  documented  cost 
and  time  savings.  Completed  were  the  POL  Bureau's  licensing  renewal  system 
including  automated  depositing,  and  the  Weights  and  Measures  Bureau  licensing 
process  and  records.  Automation  planned  for  the  Building  Codes  Bureau  will 
help  satisfy  statutory  directives  in  a  timely  fashion. 

Because  of  the  Milk  Control  Bureau's  legal  difficulties  and  of  those  within 
the  milk  industry  itself,  a  milk  control  advisory  council  was  created  to 
review  milk  pricing  regulation  in  Montana.  The  council  will  determine  if 
the  current  program  is  protecting  public  health  and  what  the  program's  future 
composition  should  be. 

Building  Codes  Bureau 

The  bureau's  mission  is  to  protect  the  health  and  safety  of  the  public 
and  workers  in  the  state  by  designing  and  constructing  safe  buildings  and 
recreational  vehicles  that  meet  minimum  building,  plumbing,  mechanical  and 
electrical  standards.  The  State  Plumbing  and  Electrical  Boards  and  the 
Public  Contractors  Licensing  section  ensure  competency  and  proper  licensing  of 
individuals  employed  in  the  plumbing  and  electrical  trades. 

Specific  bureau  goals  include  the  safety  of  building  occupants  through 
enforcement  of  construction  and  licensing  standards;  professional  and  prompt 
service;  and  ensuring  that  the  rules  and  regulations  protect  the  public  and 
address  today's  construction  practices. 

The  bureau  also  is  interested  in  promoting  energy  efficient  buildings,  and 
it  strives  to  provide  its  statutory  services  with  the  least  amount  of  cost  to 
those  being  regulated. 

Milk  Control  Bureau 

The  bureau  supervises,  regulates  and  controls  Montana's  milk  industry.  It 
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investigates  all  matters  pertaining  to  the  production,  processing,  storage, 
distribution  and  sale  of  milk.  The  bureau  is  charged  with  ensuring  compliance 
of  all  licensees  with  minimum  pricing,  fair  trade  rules,  extension  of 
credit  and  financing  prohibitions  of  the  law.  Proper  production  and  orderly 
marketing  of  milk  and  cream  products  is  encouraged  in  order  to  guarantee 
an  adequate  supply  of  healthful  milk  to  the  consuming  public  at  the  least 
possible  cost. 

Professional  and  Occupational  Licensing  Bureau 

The  bureau  provides  the  administrative  and  clerical  services  required  by 
the  professional  licensing  boards  including  correspondence,  processing 
applications,  licensing,  monitoring  continuing  education,  investigating 
complaints,  administering  and  grading  examinations,  maintaining  board  records, 
preparing  budgets,  maintaining  an  automation  system,  monitoring  income  and 
expenditures,  and  providing  required  legal  advice. 

Weights  and  Measures  Bureau 

The  bureau  inspects  and  tests  all  commercial  weighing  and  measuring  devices 
and  occasionally  noncommercial  devices  when  requested.  It  also  ensures 
quality  and  quantity  control  for  all  petroleum  products. 

The  bureau  investigates  complaints  concerning  all  violations  of  weights  and 
measures  laws  and  regulation;  regulates  labeling,  advertising  and  quantity 
control  of  prepackaged  products;  licenses  all  state  petroleum  dealers,  both 
wholesale  and  retail;  and  collects  all  license  and  scale  test  fees  as  well  as 
imposes  all  late  penalties. 

FINANCIAL  DIVISION 

The  division  mission  is  to  safeguard  the  public's  deposits  and  investment 
in  state-chartered  financial  institutions  through  enforcement  of  applicable 
statutes  and  regulations.  The  division  supervises  the  operation  of  116 
banks  and  trust  companies,  22  credit  unions,  19  consumer  loan  offices  and  one 
savings  and  loan  association.  Through  recent  legislation,  the  division  also 
has  been  charged  with  monitoring  the  activities  of  qualified  Montana  capital 
companies  and  the  lending  function  of  the  Office  of  Development  Finance  within 
the  Board  of  Investments,  formerly  the  Montana  Economic  Development  Board. 

Supervision  and  regulation  of  state-chartered  financial  institutions  is 
accomplished  primarily  through  on-site  safety  and  soundness  examinations 
conducted  by  the  division's  examination  staff.  Because  of  difficult  economic 
conditions  in  Montana,  the  number  of  "problem"  banks  and  credit  unions  has 
increased  dramatically  in  recent  years.  These  institutions  have  required 
a  great  deal  of  supervisory  attention,  frequently  straining  the  divisions 
resources.  Despite  the  prolonged  recessionary  conditions,  only  four 
state-chartered  banks  have  failed  in  Montana  during  this  decade.  In  dealing 
with  problem  banks,  the  division  works  closely  with  federal  bank  regulatory 
agencies  to  seek  alternatives  to  closure. 


[  30  ] 


The  number  of  bank  examinations  is  expected  to  increase  from  approximately 
65  in  fiscal  1989  to  70  in  both  fiscal  1990  and  1991  because  of  efficiencies 
resulting  from  the  opening  of  a  Billings  field  office.  Total  examinations 
will  be  affected  somewhat  by  the  degree  of  economic  recovery  in  Montana 
through  the  biennium.  Examination  of  credit  unions,  consumer  loan  companies, 
savings  and  loan  associations  and  captial  companies  is  expected  to  be 
near  100  percent.  The  quality  of  assets  in  Montana  financial  institutions 
has  deteriorated  substantially  in  recent  years  creating  the  need  for  more 
extensive  and  time  consuming  examinations. 

To  ensure  that  the  examination  staff  is  competent  and  adequately  trained, 
the  division  provides  training  at  national  examiner  schools.  In  addition,  the 
division  expects  to  complete  the  examination  operation  conversion  to  computers 
and  data  processing.  This  conversion  will  expedite  the  overall  examination 
process,  and  although  it  may  not  affect  overall  staffing  levels,  examination 
reporting  will  be  more  accurate  and  efficient. 


TRANSPORTATION  DIVISION 

In  the  past  biennium,  Montana's  transportation  network  has  seen  changes  in  the 
state's  rail  system,  changes  in  federal  programs  affecting  rail  and  passenger 
transportation,  and  changes  in  international  markets  for  Montana  products. 

Through  these  changes,  the  division  has  focused  on  two  basic  goals:  to  work 
with  Montana's  producers  and  shippers  in  enhancing  and  maintaining  a  viable 
and  competitive  transportation  system;  and  to  provide  technical  and  financial 
assistance  to  local  officials,  communities,  transit  operators  and  users  in  the 
planning,  development,  and  financing  of  passenger  transportation  services. 

Montana  Rail  Link  Lease/Purchase.  MRL,  based  in  Missoula,  operates  on 
more  than  900  miles  of  the  former  BN  southern  mainline.  The  division  filed 
testimony  before  the  ICC  and  the  Senate  Commerce  Committee  to  promote  free 
interchange  of  traffic  by  MRL  with  other  connecting  carriers  such  as  Union 
Pacific  and  Montana  Western. 

McCarty  Farms.  On  May  22,  1987,  after  seven  years  of  litigation,  the  ICC 
found  BN  market  dominant  over  wheat  and  barley  shipments  to  the  Pacific 
Northwest.  The  BN  and  Montana  filed  rebuttal  evidence  and  comments  on 
rate  reasonableness  on  October  2.  On  February  12,  1988,  the  ICC  found  that 
BN  rates  were,  in  fact,  unreasonable.  Both  parties  have  submitted  their 
positions,  and  have  filed  procedural  motions  in  U.S.  District  Court  and  with 
the  Circuit  Court  of  Appeals.  The  parties  now  are  discussing  settlement  of 
the  case  at  the  direction  of  U.S.  District  Judge  Paul  Hatfield. 

Federal  Legislation.  The  division  provided  testimony  for  Congressional 
hearings  on  rail  deregulation.  The  House  and  Senate  continue  to  review 
deregulation  effects  on  captive  shippers.  Legislation  has  been  proposed  to 
urge  the  ICC  to  expedite  decisions  and  protect  captive  rail  shippers. 
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Butte-Anaconda  Historical  Park  and  Railroad  Corporation  (BAHP). 

The  BAHP  began  operations  around  Memorial  Day.  The  scenic/historic  tour 

travels  from  the  museum  at  Montana  Tech  to  the  Kelly  Yard,  with  plans  to 

expand  the  route  to  the  Berkeley  Pit.  BAHP  has  a  lease/purchase  agreement 

with  the  state  to  operate  over  a  section  of  the  Butte,  Anaconda  and  Pacific 

Railway. 

Rarus/Montana  Western.  Rarus  Railway  operates  between  Anaconda  and 
Butte  Silver-Bow.  Montana  Western  operates  between  Garrison  Junction  and 
Butte,  serving  the  Port  of  Montana.  The  division  is  working  with  Rarus  on 
construction  of  a  new  siding  to  improve  its  service  to  a  slag  shipper. 

Rail  Plan.  In  1988  the  rail  plan  data  base  was  updated  as  part  of  the 
on-going  planning  effort.  The  1988  Planning  Work  Statement  outlines  the 
goals,  objectives  and  annual  mission  for  the  state  rail  planning  effort. 
Completed  from  last  year's  program  were  federal  program  eligibility 
compliances,  a  statewide  Shortline  Evaluation  Study,  and  Montana's  response  to 
the  national  legislative  agenda.  Inspection  of  844  of  the  state's  3,400  miles 
of  rail  was  completed. 

Montana  Shortline  Potentials.  The  division  completed  a  statewide  shortline 
assessment  report  for  the  Montana  Grain  Growers  Association.  The  evaluation 
included  Eureka,  Fort  Benton,  Big  Sandy,  Opheim  Complex,  Whitetail,  and 
Kalispell-Sommers.  The  results  evaluate  shortline  potential  on  Montana 
branch  line  systems. 

Rail  Passenger  Service.  The  division  explored  the  feasibility  of  passenger 
rail  service  between  Billings  and  Spokane  via  Bozeman  and  Helena,  with 
an  interpark  rail  passenger  connection  between  Bozeman  and  Shelby.  The 
feasibility  of  these  rail  routes  in  a  revenue-cost  comparison  were  found  to 
be  marginal.  A  second  concept  currently  is  being  explored — a  Billings- 
to-Missoula  route  and  a  Missoula-to-Pocate1lo  rail  passenger  route.  Nine 
dedicated  motor  coach  bus  routes  are  proposed  to  route  passengers  into  the  two 
rail  routes  at  various  points. 

Abandonment.  A  three-year  moratorium  on  BN  branchline  abandonments  expired 
in  September  1987.  Since  that  time  the  division  has  worked  with  producers  and 
shippers  to  explain  options  and  mitigate  impacts.  The  Lewistown-Heath  line  is 
scheduled  for  abandonment  in  1988,  and  Lewistown  and  adjacent  landowners  are 
debating  the  future  of  the  right-of-way  after  abandonment.  The  Brazil  Creek 
branchline,  which  formerly  served  a  mine  near  Malta,  also  was  abandoned.  The 
Kalispell-Sommers  line  is  scheduled  for  abandonment  soon  and  the  Scobey-Opheim 
branchline  is  also  a  candidate  for  abandonment. 

Truck  Cost  Study.  Research  was  conducted  to  determine  the  impact  of  truck 
user  fees  such  as  state  and  federal  fuel  taxes,  worker's  compensation,  and  6VW 
permits  on  the  operating  ability  of  grain,  lumber,  and  general  commodity  motor 
carriers.  The  study  found  that  specialized  grain  haulers'  costs  generally 
were  too  high  for  long  distance  hauling  without  the  advantage  of  a  backhaul, 
and  that  obtaining  backhauls  of  commodities  suitable  for  shipment  in  the 
specialized  type  of  grain  hauling  equipment  was  difficult. 
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Local  Rail  Service  Assistance  (LRSA).   LRSA,  administered  by  the  Federal 
Railroad  Administration,  helps  states  plan  and  pursue  their  rail  needs  and 
systems.  In  prior  years  planning  grants  were  $100,000  annually.  In  1988, 
however,  Montana  received  $48,000  and  projections  for  fiscal  year  1990  are 
$36,000.  A  similar  decline  has  been  experienced  in  project  funds.  Four 
years  ago  the  national  LRSA  budget  was  $80  million.  Today  it  is  less  than 
$10  million.  The  limited  discretionary  funds  remaining  (allocated  to  projects 
based  on  merit)  largely  have  been  earmarked  by  Congress.  In  the  past,  these 
project  monies  have  been  used  to  encourage  rehabilitation  of  lines  that 
otherwise  would  have  been  abandoned,  and  to  enhance  shipping  alternatives  on 
the  rail  network.  Construction  was  finalized  on  five  rail-related  projects 
totaling  $4.2  million. 

Administration  of  state  rail  property  required  lease  and  property  action  on 
26  parcels.  The  state's  lease  review  procedure  is  being  evaluated  and  will 
be  standardized  to  simplify  future  property  actions.  All  state  administered 
rail  properties  were  reviewed  and  inspected  for  compliance  with  Montana's 
Antiquities  Act  and  will  be  catalogued  for  historical  reference. 

ICC  Proceedings.  The  division  participated  in  10  Ex  Parte  proceedings 
before  the  Interstate  Commerce  Commission  when  new  regulations  or  changes  in 
regulation  would  impact  the  state  and  its  producers  and  shippers. 

Transportation  Hub  Facility.  An  intermodal  transportation  transload  facility 
is  under  construction  at  Silver  Bow.  The  facility  will  service  the  exchange 
of  freight  loads  between  rail  and  truck  in  addition  to  providing  "value-added" 
processing  of  raw  materials  and  goods  in  transit. 

The  $5.8  million  facility  will  be  complete  in  February  1989.  Funding  for 
the  project  comes  from  $2.1  million  in  state  energy  conservation  funds, 
approximately  $1  million  in  federal  Economic  Development  Administration 
funds,  $1.4  million  in  local  bonding  match,  and  a  $1.3  million  grant  from 
Butte-Silver  Bow.  The  division  was  involved  in  the  site  selection  and  award 
of  the  energy  funds  and  construction  oversight,  inspection  and  progress 
reporting. 

BN  Sale  of  Transportation  Certificates.  In  January  1988,  the  BN  initiated 
a  program  to  sell  certificates  for  future  transportation  of  agricultural 
commodities  (COT  program).  Having  worked  with  grain  shippers  and  the  grain 
industry  to  analyze  the  impacts  of  this  new  program  on  Montana,  the  division 
consequently  joined  with  the  National  Grain  and  Feed  Association  and  filed 
comments  with  the  ICC  stating  concerns  with  the  COT  program.  The  division 
also  filed  comments  on  behalf  of  the  Montana  Grain  Elevator  Association, 
Women  Involved  in  Farm  Economics,  and  the  Montana  Citizen's  Freight  Rate 
Association. 

Elderly  and  Handicapped  Transportation.  Local  private  nonprofit  organizations 
that  provide  transportation  to  elderly  and  handicapped  persons  received  11  new 
vehicles  and  had  four  vehicles  rehabilitated  this  year.  Eleven  small  rural 
general  public  transit  services,  including  two  Indian  reservations,  received 
operating  funds  that  enhance  access  to  health  care,  employment,  education  and 
public  services.  These  programs  were  funded  from  capital  and  operating  grants 
from  the  Urban  Mass  Transportation  Administration. 
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Rural  Transit  Assistance  Program.  Twelve  program  management  reviews  were 
conducted  to  assist  transit  operators  in  evaluating  the  efficiency  and 
effectiveness  of  their  programs.  Training  was  given  to  all  private  passenger 
transportation  operators  in  the  state  on  how  to  respond  to  contracting 
opportunities.  Eight  workshops  were  conducted  on  safety  and  passenger 
handling,  with  emphasis  on  serving  the  disabled. 

Passenger  Transportation  Planning.  Planning  activities  conducted  by  the 
Metropolitan  Planning  Organizations  in  Billings,  Missoula  and  Great  Falls 
include  evaluating  current  transit  ridership  and  developing  marketing  plans, 
investigating  future  rolling  stock  needs  with  considerations  of  replacement 
or  rehabilitation,  and  conducting  an  analysis  of  service  delivery  considering 
private  sector  involvement. 

Truck  Motor  Carrier  vs.  Rail  Cost  Comparison  Studies.  Special  studies  were 
conducted  comparing  the  cost  of  using  large  trucks  to  haul  Montana  ores  to 
various  smelters  versus  hauling  these  ores  by  rail. 

Truck  Pilot  Study.  The  division  studied  the  feasibility  of  allowing  Montana 
truckers  the  opportunity  to  bid  on  the  transportation  portion  of  state 
purchase  order  contracts.  Current  practices  allow  out-of-state  vendors 
bidding  on  state  of  Montana  purchase  orders  to  arrange  for  goods  shipment  with 
out-of-state  based  motor  carriers.  Results  of  the  pilot  study  indicated  that 
Montana  motor  carriers  could  provide  shipment  at  a  lower  cost. 

Motor  Carrier  Tariff  and  Freight  Rate  Information.  The  division  worked  with 
various  government  and  private  organizations  in  the  state  seeking  to  attract 
new  out-of-state  businesses  to  Montana.  The  division  provided  tariff  and 
contract  carrier  freight  rate  information  with  respect  to  each  client's  raw 
material  and  product  shipping  requirements. 

Empire  Builder  Depot  Inspection.  A  Depot  Facility  Inspection  Survey 
coordinated  with  the  National  Association  of  Railroad  Passengers  was  conducted 
by  the  division  at  12  AMTRAK  Empire  Builder  stations  located  in  Montana.  The 
survey  established  an  inventory  of  rail  passenger  facilities  in  the  state  and 
assisted  AMTRAK  in  developing  priorities  for  making  station  improvements. 

The  division  plays  a  valuable  role  in  business  attraction  and  promotion 
efforts.  In  addition  to  providing  technical  guidance  to  existing  railroad 
operators,  specialized  and  technical  studies  have  been  provided,  including 
information  on  potential  construction  costs,  rates  and  routes,  and  opinions 
on  market  feasibility,  as  well  as  cost  studies  to  route  Montana  exports  to 
overseas  markets. 


500  copies  of  this  public  document  were  published  at  an  estimated  cost  of  $2.99  per  copy, 
for  a  total  cost  of  $1,494,  which  includes  $1,494  for  printing  and  $.00  for  distribution. 
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